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Current Trends 


Year-end cost figures... covering both residential and nonresidential buildings. . . com- 
piled by the Dodge Building Division of McGraw-Hill. .. show a 9.6 percent national average 
rise in construction costs in the 12-month period. Some local percentage increases showed a 
substantial deviation from the national norm: Milwaukee, 16 percent; Miami, 15.1; Seattle, 
14.4; New York City, 3.5; Atlanta, 4.1; and Cleveland, 4.2. 


During 1975...savings and loan associations placed mortgages on an estimated 1.5 
million homes and apartments...enough housing to accommodate 4.2 million persons 
. almost the population of the Detroit Metropolitan Area... according to the U.S. League 
of Savings Associations. The $55 billion of mortgage money lent by the S&Ls was 
three-fourths of the total of alk home financing provided by the Nation’s financial institutions 
during the year. The 1975 level of lending broke all previous records. .. and was 40 percent 
higher than the $39 billion loaned out in 1974. Total of S&L mortgages on the books at 
year-end was about $278 billion... comprising approximately 13 million of the total of 22 
million mortgages outstanding in the U.S. 


The League also reported net savings receipts of $29 billion. .. 20 percent larger than the 
previous peak of $23.9 billion reached in 1972...and more than six times the increase in 
1974. 


Housing starts in December were at the seasonally-adjusted annual rate of 1.309 million 
units... down 3 percent from November. 


“The recession is definitely over, and 1976 should be a relatively good year for mortgage 
bankers”... was the forecast of Jerome L. Howard, president of the Mortgage Bankers 
Association of America (MBA), speaking at a new year meeting of the Philadelphia Mortgage 
Bankers Association. Howard pointed out that despite very high interest rates during much of 
1975, mortgage bankers closed a record volume of home mortgage loans. He explained that 
MBA expects total housing starts in 1976 to exceed 1.5 million units. .. with single-family 
starts reaching 1.1 million units and multifamily starts above 400,000 units. Add mobile 
home shipments of 250,000 units and this boosts total shelter production to 1,776,000 
units—‘“‘a very patriotic number for the Bicentennial year,” he said. 


Yields dectined for the fourth straight auction as FNMA issued $63.6 million in 4-month 
commitments to purchase both government-backed .and conventionally financed home 
mortgages. FNMA issued $31.5 million in commitments on government-backed mortgages at 
an average yield of 9.133...which converts to an average price of 97.35 for 8% percent 
HUD/FHA-VA mortgages. (The average in the previous auction was 9.291.) Also... $32.1 
million in 4-month conventional commitments were issued at an average yield of 
9.277... down from 9.351 in late December. 


A HUD-Census Bureau report shows sales of new 1-family homes in November at a 
seasonally adjusted annual rate of 660,000 units...9 percent above October...and 52 
percent above November 1974’s 435,000. Median sales prices of new homes inched up in 
November to $40,800... compared to $40,700 in October...and 9.4 percent higher than 
November 1974’s $37,300. 





1977 Budget Submitted 


On January 21... President Ford sent to Congress the proposed budget for fiscal year 
1977... which begins on October 1, 1976. The HUD portion of the budget includes 
proposed authority for the following major actions: 

e A total of $3.25 billion in FY 1977 for local community development under the 
Community Development Grant Program. ..authorized by Title I of the Housing and 
Community Development Act of 1974. These funds will enable local public officials to plan 
and carry out community development projects based on local priorities. 

@ Commitments in each “of fiscal years 1976 and 1977 to subsidize the rental of an 
estimated 400,000 newly-constructed and existing units for lower income families under the 
Section S Lower Income Housing Assistance Program. 

@ Full use of all available Section 235 funds... allowing for an estimated 75,000 units 
through September 30, 1976, and 100,000 units in 1977. 

e@ Direct loan authorizations of $375 million a year to support permanent housing for 
the elderly under the revised Section 202 Housing for the Elderly or Handicapped Programs. 


e An appropriation of $825.7 million to restore actual losses incurred in the Special 
Risk Insurance Fund and for all Section 22] programs. 

e An appropriation of $463.6 million for public housing operating subsidies under the 
Performance Funding System (PFS). Beginning in 1977...the PFS will be expanded to 
incorporate revenue standards as well as expense standards. Legislation also will be 
introduced to conform the definition of income under the Public Housing Program to that 
used in the Section 8 Program. This will result in operating subsidy savings of over $100 
million. 


e Capital improvements for public housing of $215 million in FY 1976 under the 
Modernization Program. 

e@ Total requested appropriations of $9.1 billion for FY 1977...as compared to $6.1 
billion for FY 1976. 

The budget also reflects an additional $3 billion in GNMA purchase authorities in 1976 
to assist the multifamily housing industry with about 100,000 units. The release of these 
amounts was announced earlier this month. 

In a briefing on the budget... HUD Secretary Carla A. Hills said it was developed in the 
context of an effort to nurture a housing recovery without contributing to an excessive 
Federal budget deficit and a renewed inflationary period. 

The Secretary noted that housing improved steadily during the last half of 1975, and 
there is every indication of continued further improvement during 1976. The economic 
recovery, she said, has raised the income of potential home buyers, bringing them into the 
market with renewed confidence in their own economic futures. Savings institutions have 
high levels of funds available for mortgages. Homebuilders are now providing more modest, 
“no frills’ houses, bringing homeownership within the reach of many who were formerly 
priced out of the market. 


She estimated “‘substantial savings” to the FHA Fund... over $1.billion in 1977... and 
said this new approach should “eliminate the need for operating subsidies for privately- 
owned insured housing.” 


The Secretary also said that the FY 1977 budget includes over 17,000 units of public 
housing for Indian families over the 1976-1977 period. 

The FY 1977 budget proposes a $71 million total HUD research program for 1976. 
Research activities include dissemination of techniques to lower the cost of housing, 
continuation of direct cash assistance experiments, demonstration of possible approaches to 
neighborhood preservation, and programs for improving the community environment and 
conservation of natural resources. The research budget includes $1 million for mobile homes 
research which will supplement a proposed $1 million appropriation for enforcement of 
Mobile Homes Standards. The Department will also continue its investigations into solar 
energy for residential use in cooperation with the Energy Research and Development 
Administration. 





FHLMC Issues 1975 Report 


The Federal Home Loan Mortgage Corporation sold more than $1 billion in securities 
backed by conventional mortgages in 1975 and purchased $716 million of conventional home 
mortgages for its own portfolio from the Nation’s home mortgage lenders. 


It was the first year in the Mortgage Corporation’s 5 years of existence that its sale of 
.conventional mortgages exceeded the amount of conventional home mortgage purchases 
... and reduced its inventory of conventional mortgages by nearly $300 million. 


Corporation President Victor H. Indiek called the 1975 performance a milestone. “The 
Mortgage Corporation was chartered by Congress in 1971 to develop a secondary market in 
home mortgages,” he said. ““By selling a record amount of mortgage-backed securities, we not | 
only made money from new sources available to the homebuilding industry, but we also 
demonstrated to the financial community that trading in home mortgages is viable.” 


The Mortgage Corporation sells mortgages using two kinds of instruments. Its Mortgage 
Participation Certificates are purchased mainly by the savings and loan institutions. They 
facilitate the flow of capital from surplus savings areas tq areas with an excess of demand for--- 
credit. In 1975. ..$515 million worth of PC’s were sold. 


The second type... Guaranteed Mortgage Certificates were initiated by the Mortgage 
Corporation last year and $500 million worth were sold. GMC’s have many of the 
characteristics of bonds and so attract funds from investors who otherwise would be unlikely 
to invest in the mortgage market. 

Also in 1975... the Mortgage Corporation purchased $120 million of HUD/FHA-insured 
and VA-guaranteed mortgages and sold $69 million in conjunction with a Government 
National Mortgage Association auction. 


* 
Characteristics of Housing Units, 1970-1973 


The joint HUD-Census Bureau Annual Housing Survey: 1973 has been issued. 
Some findings in the Survey include: 


e@ Mobile homes as a share of total inventory increased significantly in the 1970-73 
period. More than one in six new housing units added to the inventory in the April 
1970-October 1973 period were mobile homes. . . representing 1.4 million units and account- 
ing for 43 percent of the total mobile home inventory at the time of the survey. 


e New homeowners were likely to spend more of their income on housing. 
e A majority of households with annual incomes over $2,000 were homeowners. 


@ Nearly one in 10 renter households paying cash rent were living in publicly owned or 
subsidized housing units. 


e@ On a regular basis, new units had the highest values and rents in the Northeast, and 
homeownership is the strongest in the South Region. 


e Natural gas was declining as a heating fuel in new homes, indicating that shortages 
were being felt. 


* 
NLC Elects 


Mayor Hans Tanzler of Jacksonville, Florida, was elected president at the Miami meeting 
of the National League of Cities after serving as First Vice President for the past year. He 
also is a member of the Advisory Board of the U.S. Conference of Mayors and a past 
President of the Florida League of Cities. He has been mayor of Jacksonville since June 1967 
and was an advocate of the consolidation of Jacksonville and Duval County that took effect 
in October 1968. . 





FYI 


National Woodwork Manufacturers Association...49th Annual Meeting. .. Newport 
Beach, California, February 8-11. Details: John Shoemaker, 400 West Madison St., Chicago 
60606 (312/782-6232). 


Real Estate Management Brokers Institute of the National Association of Real Estate 
Brokers, Inc. (REALTIST)...Advanced Property Management Courses...Course | 
... Chicago, February 9-13...Washington, D.C., February 16-20; Course II... Chicago, 
March 15-19. Subjects: Urban Redevelopment, Management Procedures; Merchandising; etc. 
Details and registration: REMBI, 732 East 7th St., Chicago 60619 (312/483-1470). 


American, Subcontractors Association. . . Annual Convention. .. Atlanta, February 17-21. 
Details: ASA, 815 15th St., N.W., Suite 902, Washington, D.C. 20005 (202/783-1883). 


American Bankers Association... Advanced Construction Lending Workshop. . . Ohio 
State University, Columbus, February 25-27. Program includes consideration of the dimen- 
sions of construction and its finance, construction lending policy, land acquisition and 
development, speculative multifamily construction, and the legal and regulatory aspects of 
construction lending. Contact: Mary Ellen Ledwith, Housing and Real Estate Finance 
Division, ABA, 1120 Connecticut Ave., N.W., Washington, D.C. 20036 (202/467-4193). 


American Institute of Landscape Architects... International Convention. .. Calloway 
Gardens, Georgia, February 26-29. Details: AJLA, 6810 North Second Place, Phoenix, 
Arizona 85012. 


National Housing Conference...45th Annual Meeting. .. Washington, D.C., February 
29-March |. Details: NHC, 1126 16th St., N.W. Washington, D.C. 20036 (202/223-4844). 
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